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Abstract
This paper aims at identifying the relationships between the psychological contract of the
employees and the working environment of Citycell and Teletalk companies in Bangladesh. Eighty
executives from City Cell, a private company, and Teletalk, a government company, were
interviewed with a structured questionnaire, in which thirteen items were used to identify the
working environment and 16 items were used to explain the psychological contract. Factor analysis
was conducted to identify the factors relating to psychological contract and the working
environment. Results show that there are five  factors of psychological contract - such as recommend
company as career, company policy and procedures, respect for individual differences, satisfaction
with recognition as an individual, and value and encouraged perspective of the employees. The
five  factors relating to the working environment are training, goals and strategies of the company,
flexible programme, opportunity to interact with others, and supervision - style of the
management. The relationships between working environment and psychological contract were
identified by the Spearman's Rank Correlation analysis of the factors. Results show that there are
4 pairs of factors where significant correlations are present. The factor pairs are (i) respect for
individual differences and goals and strategies of the company (ii) respect for individual differences
and supervision style (iii) satisfaction with the recognition as an individual and training, and (iv)
satisfaction with the recognition as an individual and goals and strategies of the company.
Key words: Psychological contract, Working environment, Respect for individual differences and
goals, Strategies of the company
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1.  Background
At present telecom is a very important sector in the economy of Bangladesh. It is a fast
growing industrial sector. In this sector, five private mobile companies - Grameenphone,
Aktel, Citycell, Banglalink, Warid Telecom - and one government owned company – TeleTalk
- are operating right now. These companies are formed as  joint ventures arrangement.
Grameenphone is a joint venture (62%) with a Norwegian company - Telenor while Banglalink
is a joint venture with Orascom originated in Egypt. Aktel is a joint venture between Telecom
Malaysia Berhad TM and A. K Khan & Company Ltd. Warid Telecom is an investment of Dubai
and Abu Dhabi Group UAE while Citycell is a joint venture with SingTel Asia Pacific Investment
Pvt. Ltd. TeleTalk is a public limited company but its 100% shares are owned by the government
of Bangladesh.
As a very high growth sector,  Telecom companies started growing since 2001 in Bangladesh.
In 2001-2004, there were four telecom companies along with the fixed phone. The companies
were Grameenphone, Aktel, Banglalink and Citycell. After 2004, the government owned
company Teletalk started its business in Bangladesh. In 2007, Warid started its commercial
function. A continuous growth in the telecom sector of Bangladesh has been  observed in the
last couple of years. The total number of telephone subscribers in Bangladesh in 2007 was
22,819,385, which was about 22% more than in the previous year. The rate of increase of total
subscribers, rate of increase of mobile users, rate of increase of PSTN users and tele-density
shows an upward trend in Bangladesh (Table 1).
Table 1 Number of the Users of Mobile/PSTN from January 2003 to January 2007
Source: Bangladesh Telecommunication Regulatory Commission (BTRC)
*PSTN refers to Public Switched Telephone Network
Observations show that there is a very high employee turnover in this sector. This can be
attributed to the working environment of the companies. The stability of the employees to
some extent depends on the working condition of the company. Hence, this paper aims at
2003 2004 2005 2006 2007
Mobile Subscribers 1140394 1907769 4150787 9269095 21771668
Public switched telephone 682000 716000 831000 871000 1047717
network (PSTN*)Subscribers
Total Subscribers 1822394 2623769 4981787 10140095 22819385
Rate of increase of total  (%) - 43.97 89.87 103.54 125.04
subscribers
Rate of increase of mobile - 67.29 117.57 123.31 134.88
users (%)
Rate of increase of PSTN users (%) - 4.99 16.06 4.81 20.29
Tele density (%) 1.45 2.5 3.81 7.77 16.85
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identifying the relationships between the psychological contract of the employees of Citycell
and Teletalk in Bangladesh and the working environment of the company. The specific objectives
of this study are as follows:
1. To identify the factors relating to psychological factors of the employees and
working environment of the companies;
2. To identify the relationships between the factors concerned with the
psychological contract and the working conditions; and
3. To provide recommendations to the telecom industry of Bangladesh to improve
the psychological contract of the employees.
To identify the relationships between the psychological contract and the working environment,
data was collected from  junior and mid-level executives of Citycell and Teletalk. They were
working in the marketing and customer service departments of the companies. A structured
questionnaire was used to collect the data. A total of 80 executives of Teletalk and Citycell
were interviewed, of which 46 were from Citycell and 34 from Teletalk. The questionnaire
was developed based on the measurement instrument developed by Patwardhan (2008).
The respondents were selected randomly and were comparatively young officers of the
company. The respondents have 1 to 5 years of work experience in Telecom Companies.  A
Likert 5-point scale was used in the questionnaire. Direct interviews were used to collect
data. This study only included the working environment as the independent variable of the
psychological contract. Other variables in this regard were not included in this study.
2.  Psychological Contract and Working Environment
The psychological contract is an important factor for the smooth performance of the employees
of an organization. It depends on a number of factors associated with  the inner feelings of the
employees which are constituted of  personal and social factors. The factors are the person’s
perception, conception, personality, working environment, supervision style, management
practices and culture, management style of other companies, employees’ personal and family
affairs, etc. Among these factors the working environment has a substantial impact on the
psychological contract of the employees.
To examine the concept of the psychological contract, a literature  review was done. Schein
(1978) explained the psychological contract as a set of unwritten reciprocal expectations
between an individual employee and the organization. Kotter (1973) said it is an implicit
contract between an individual and his organization which specifies what each expects to
give and receive from each other in their relationships. He also added that an individual’s
belief regarding the terms and conditions of a reciprocal exchange agreement between the
focal person and another party is the psychological contract. Rousseau (1989) and Rousseau
(1994) were of the view that a psychological contract emerges when one party believes that
a promise of future returns has been made, a contribution has been given and thus, an
obligation has been created to provide future benefits. Based upon the discussions, we can
specify some boundaries of the psychological contract of the employees in the company. As
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the psychological contract is an individual perception regarding the organization as a whole
and beliefs may diverge from what is there in writing and from interpretations by other
principals or third parties. The literature review  also showed that the focus of psychological
contracts upon individual cognitions is a major defining factor of an individual (Roehling 1996;
Pearce 1997). In this regard, Guest (1998) suggested a model of psychological contract
including causes, content, and consequences (Figure 1).
Figure 1: A model of the psychological contract
Source: David E. Guest (1998), “Is the psychological contract worth taking seriously?” Journal of Organizational
Behavior, Vol.19, p.661).
Figure 1 reveals several issues that would seem to be essential to the development of a
coherent and actionable body of knowledge around the psychological contract. It seeks to go
beyond the limited amount of work on how psychological contracts emerge to specify
influences on the psychological contract. Broadly, these reside in the organization or in the
individual, although both will be influenced by wider norms that include expectations of the
individual. This is an important point to emphasize since much of the research has concentrated
on expectations and obligations. This can also be construed as inputs to the psychological
contract. The second key component of the model is the focus on the state of the psychological
contract. This has three components which are constantly emphasized in the literature, viz.,
trust, fairness and delivery of the deal. In particular, it takes us away from the descriptive focus
on dimensions of the psychological contract. Without discounting the potential importance
of contract violation, it is the content of these rather than any violation of promises made at
the outset that is the major source of dissatisfaction with the contract process. It also allows for
the possibility that many workers may have poor contracts both in formal employment contracts
and psychological contracts. The final part of the theoretical model focuses on the
consequences of the contract.  Although some research, mainly that concerned with contract
violation, has explored consequences (Guest 1998). It can be helpful to analyze the following
three approaches to understand the psychological contract clearly.
(i) Content-Oriented Approach examines the content of the contract including
terms and interrelations among terms (e.g., contingencies and/or reciprocities
Causes:
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culture
HRM policy and
practices
Experience
Expectations
Alternatives
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Trust
The delivery of
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Sense of security
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Sri Lankan Journal of Management
Volume 15, Nos. 2 , 3 & 4
- 119 -
among specific employee and employer obligations). Contract content has
been described in three ways: specific terms, focusing on individual contract
elements such as ‘job security’; composites (where groups of items are combined
to create scales or indices characterizing the broad content of the psychological
contract); and nominal classifications, assessing such contract types as ‘relational’
or ‘transactional.’
(ii) Feature-Oriented Approach compares the contract to some attributes or
dimensions such as the degree to which the contract is implicit or explicit and
stable or unstable over time (Parks and Van Dyne1995). While the contract
content can be thought of as comprising nouns (e.g. ‘job security’ or ‘career
development’), its features are adjectives that characterize summary features
of the contract and the ways in which it was conveyed or interpreted (e.g.,
‘explicit,’ ‘unwritten’).
(iii) Evaluation-Oriented Approach assesses the degree of fulfillment, change, or
violation experienced within the context of the contract. This contract oriented
assessment addresses individual judgments evaluating actual organizational
experiences against the contract itself. Robinson’s (1996) assessment of the
degree to which specific obligations were fulfilled is an evaluation (Robinson
and Rousseau 1994; Rousseau and Tijoriwala 1998).
The working environment is perceived as an important independent factor related to
psychological contract. This variable can be attributed to  factors such as the physical working
environment, working in a company in the future, job satisfaction, information about work,
cost efficiency, goals and strategies of the company, flexible programme, opportunity to
interact with others, supervision, encouragement, training, involvement in decision making
and climate within the work group.
3. Results
Factor analysis was separately conducted on the variables of working environment and
psychological contract of the employees of the two telecom companies in Bangladesh. The
identification of the factors and the correlation analysis between the two sets of the factors
are given below.
3.1   Psychological Contract
Sixteen variables relating to the  psychological contract of the employees were identified
through literature review. The psychological contract of an employee covers  company policies
and procedure, respect for  individual differences, feeling of job security,  attractive team
members, job choice in another company, recommend company for  a future career,  reasonable
expected work in the job, value and  perspective, job satisfaction, satisfaction with  recognition
as individuals, motivation by company success, clear job requirements, feeling of security,
feeling of self-esteem, feeling of self-fulfillment from the job, and feeling of expertise of the
employees.
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Factor analysis of the variables related to psychological contract factors show that the
communalities of the variables are very high indicating a high level of interrelationships
among the variables except the variable ‘security feeling.’
The communalities of the variables are company policies and procedure (.628), respect of
individual differences (.841), feeling of job security (.563),  attractive team members (.691),
job choice in another company (.903), recommend company as future career (.910),  reasonable
expected work in job (.805), value and encouraged perspective (.904), job satisfaction (.904),
satisfaction with the recognition as individual (.825), motivation by company success (.632),
clear job requirements (.576), feeling of security (.358), feeling of self-esteem (.737), feeling
of self-fulfillment from the job (.602), and feeling of expertise of the employees (.694). This
means that the feeling of security of the employees has fewer interactions with the other 15
variables of the psychological contract.
Factor analysis of the variables relating to psychological contract identified five factors, viz.,
recommend company as career, company policy and procedures, respect for  individual
differences, satisfaction with the recognition as individuals, and value and encouraged
perspective. The most important factor of psychological contract of the telecom employees
in Bangladesh is recommend company as career (23.59%), followed by company policy and
procedures (18.24%), respect of individual differences (12.55%), satisfaction with the
recognitions as individuals (9.40%), and value and encouraged perspective (8.54%). These
factors together explained 72.34% of the variance (Table 2). For details of factor loadings of
each variable of psychological contract please see Appendix 1.
Table 2 Factors Concerned with Psychological Contract of Telecom Employees in Bangladesh
Factor
Recommend
Company as Career
Company Policies
and Procedures
Respect of
Individual
Differences
Satisfaction with
the Recognition as
Individual
Value and
Encouraged
Perspective
Initial Eigen values Extraction Sums of
Squared Loadings
Rotation Sums of
Squared Loadings
3.775 23.593 23.593 3.775 23.593 23.593 3.181 19.884 19.884
2.919 18.245 41.838 2.919 18.245 41.838 2.293 14.330 34.214
2.008 12.552 54.390 2.008 12.552 54.390 2.239 13.992 48.206
1.505 9.409 63.799 1.505 9.409 63.799 1.972 12.322 60.528
1.366 8.541 72.340 1.366 8.541 72.340 1.890 11.812 72.340
Extraction Method: Principal Component Analysis.
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3.2   Working Environment
Working environment was used as an independent variable that has a direct influence on the
psychological contract. Thirteen variables of the working environment were identified from
the literature which have influence on the psychological contract. They  are physical working
environment, working in company in future, job satisfaction, information about work, cost
efficiency, goals and strategies of the company, flexible programme, opportunity to interact
with others, supervision, encouragement, training, involvement in decision making and climate
of work group. Factor analysis results show that the communalities of the variables concerned
with the working environment are very high. The communalities of the variables are physical
working environment (.687), working in company in future (.835), job satisfaction (.642),
information about work (.645), cost efficiency (.753), goals and strategies of the company
(.736), flexible program (.688), opportunity to interact with others (.771), supervision (.804),
encouragement (.604), training (.718), involvement in decision making (.670), and climate of
work group (.530). This indicates that the variables in  the working environment have very
strong interrelationships.
The factor analysis identified five factors of the working environment of the telecom companies
of Bangladesh. They are   training, goals of the company, flexible programme, opportunity to
interact with others, and supervision. These factors together explained 69.85% of the variance
of the data set (Table 3). Training (22.79%) is the most important factor of the working
environment in telecom companies of Bangladesh. This can be attributed to the knowledge
of the employees regarding the company and its culture. If the employees are well trained
and educated they feel more comfortable and consequently it has a positive impact on the
working environment of the company. The second important working environment factor is
the strategies and goals of the company (18.23%) followed by flexible programme (11.00%),
opportunity to interact with others (9.49%), and supervision (8.36%). Factor loadings of the
variables of working environment are shown in Appendix 2.
Table 3 Factors Concerned with Working Environment of the Telecom Companies in Bangladesh
Factor
Training
Goals of the
company
Flexible program
Opportunity to
interact with others
Supervision
Initial Eigen values Extraction Sums of
Squared Loadings
Rotation Sums of
Squared Loadings
Total
% of
Variance
Cumulative
% Total
% of
Variance
Cumulative
% Total
% of
Variance
Cumulative
%
2.959 22.759 22.759 2.959 22.759 22.759 2.419 18.608 18.608
2.371 18.236 40.995 2.371 18.236 40.995 2.187 16.821 35.430
1.430 11.002 51.997 1.430 11.002 51.997 1.735 13.349 48.779
1.234 9.495 61.492 1.234 9.495 61.492 1.609 12.375 61.153
1.088 8.365 69.857 1.088 8.365 69.857 1.131 8.704 69.857
Extraction Method: Principal Component Analysis.
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3.3 Relationships between Working Environment and Psychological Contract
After identifying the factors relating to the working environment and the psychological contract
a Spearman’s Rank Correlation analysis was run. The result shows that there are four  significant
correlations between the factors of the working environment and the psychological contract
(Table 4).  For details of the correlation matrix please see Appendix 3.
Table 4 Significant Correlations between the Factors of Working Environment and Psychological
Contract
* Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).
Table 4 shows that there is a significant correlation between respect for  individual differences
and the goals and strategies of the company. This relationship can be attributed to the company
policy for  doing  business in the long run. If the executives find that the company is stable and
consistent in its policy they will think of developing their career in that company, and as a
result their behaviour will also be shaped. This will help to improve the respect for  individual
differences among the telecom employees.  Unexpected changes in the goals and strategies
of the company will reduce the  respect for individual differences among the telecom
employees of Bangladesh.
Correlation 1 : Respect of individual differences Goals and Strategies of the Company
There is a significant relationship also between the respect of individual differences and the
supervision style of the management. This indicates that the supervision style of the
management has a positive impact on the respect for individual differences in the telecom
employees in Bangladesh. If the supervision style is autocratic, employees will act  negatively
and  create chaos and confusion among the employees. Hence, the respect for  the telecom
employees is influenced by the supervision style of the management of the company.
Correlation 2 : Respect for individual differences Supervision
Psychological Working Correlation
Contract Environment Co-efficient
Correlation 1
Correlation 2
Correlation 3
Correlation 4
Respect of individual
differences
Respect of individual
differences
Satisfaction with the
recognitions as
individuals
Satisfaction with the
recognitions as
individuals
Goals and Strategies of
the Company
Supervision
Training
Goals and Strategies of
the Company
-.500(**)
.293 (*)
-.456 (**)
.259 (*)
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Satisfaction with  recognition as individuals is significantly correlated with training and
development. If the telecom executives are well trained they will be more satisfied with
colleagues and that will consequently lead to increased respect for individual differences. The
less the training arrangement in the organization, the less the satisfaction of the employees is
likely to be.
Correlation 3 : Satisfaction and the recognition as individuals
There is also a significant relationship between  satisfaction and  the recognitions as individuals
and the goals and strategies of the company. This means that the company’s proper goals and
stability in its policy have  strong correlations with the satisfaction of the executives of the
telecom employees in Bangladesh. Positive changes in company goals and strategies will
lead to positive changes in the satisfaction level of the employees.
Correlation 4 : Satisfaction with the recognitions as Goals and Strategies of the Company
individuals
4.  Recommendations and conclusion
Factor analysis of the variables in the  psychological contract identified five  factors, namely,
recommend company as career, company policy and procedures, respect for  individual
differences, satisfaction with the recognition as individuals, and value and encouraged
perspective. Factor analysis on the working environment also identified five factors, namely,
training, goals of the company, flexible programme, opportunity to interact with others, and
supervision style of the company.
The correlation analysis between the factors of the psychological contract and the working
environment shows four significant correlations. Factors relating to the working environment
- goals and strategies of the company, supervision style, and training - are significantly correlated
to the psychological contract of the telecom employees. Goals and strategies of the company
are correlated with the respect for  individual differences and the satisfaction with the
recognition as individuals. The reasons could be attributed to the consistency of the goals and
strategies of the company. In Bangladesh, telecom companies are relatively new; so individual
respect and the aspects of satisfaction are not addressed properly by the companies. Hence,
it is suggested that the company should  maintain consistency in  policy and strategy regarding
the growth and development of the company and the employment policy as well.
Supervision is another factor concerned with the working environment, which has a significant
correlation with the psychological contract of the telecom employees. Respect for  individual
differences is affected by the supervision style of the management. As a very high growing
sector, telecom companies, perhaps, are unable to give proper attention to the management
and supervision aspects which are very important to improve the psychological contract of
the employees. Satisfaction with  recognition as individuals is also significantly correlated
with  training and development programmes of the organization. This means that the training
and development programmes of the companies have significant impact on the satisfaction
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levels of the telecom employees. If the company has adequate training and development
programmes they will be more satisfied,  and thus will have a positive impact on the relationship
with their colleagues. The higher the training arrangement, the higher  the level of positive
impact on  employee satisfaction.
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Appendices
Appendix 1 Rotated Component Matrix (a) Relating to Psychological Contract
Component
1 2 3 4 5
Company Policies and Procedure .084 .733 .217 -.184 .051
Respect of Individual Differences -.048 -.050 -.890 .049 .204
Employee Feel Secure About Job .008 -.642 .235 -.294 .095
Good Job Attracting Team Member -.211 .713 .188 -.302 .107
Job Choice in Another Company .881 .006 -.032 .292 -.199
Recommend Company as Career .933 -.001 -.095 .079 -.156
Expected Work is Reasonable on Job .769 -.064 -.088 -.362 -.267
Value and Encouraged Perspective -.232 .070 .120 -.013 .912
Job Satisfaction -.134 -.164 -.350 .189 .837
Satisfaction with the Recognition .084 .161 -.097 .884 .046
as Individual
Motivation by Company Success -.575 .045 -.229 .444 -.221
Clear Job Requirement .447 -.537 .273 -.060 -.102
Security Feeling .082 .500 .188 .182 -.183
Self Esteem Feeling -.286 .052 .802 -.013 .094
Feeling of Self Fulfillment from the Job .413 .198 .581 -.233 -.010
Feeling of Expertise .143 .434 .029 -.656 -.233
Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a Rotation converged in 6 iterations.
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Physical Working Environment .127 -.049 .073 .814 -.006
Working in Company in Future -.482 .593 .451 -.151 -.157
Job Satisfaction .788 .092 -.042 .094 .044
Information About Work .333 -.128 -.569 .245 -.366
Cost Efficiency .540 -.159 .645 .142 -.021
Goals and Strategies of the Company -.388 .758 -.003 .034 .100
Flexible Program -.082 .270 .758 .078 -.169
Opportunity to Interact with Others .007 -.120 -.061 .864 .078
Supervision .271 .130 -.125 .118 .827
Encouragement -.287 -.596 -.354 .178 -.092
Training .835 .046 -.022 .021 .134
Involvement in Decision Making .312 .586 -.189 .045 -.437
Climate of Work Group .201 .635 .174 -.180 .153
Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a Rotation converged in 11 iterations.
Appendix 2 Rotated Component Matrix (a) Relating to Working Environment
Factors
1 2 3 4 5
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.182 .070 -.123 .052 -.179
.148 .580 .330 .682 .154
65 65 65 65 65
.128 -.009 -.224 .167 -.096
.311 .946 .073 .184 .445
65 65 65 65 65
.021 -.500(**) -.055 -.120 .293(*)
.868 .000 .665 .341 .018
65 65 65 65 65
-.456(**) .259(*) .232 .093 .209
.000 .037 .063 .463 .095
65 65 65 65 65
-.182 .187 .159 .105 .070
.147 .135 .205 .404 .581
65 65 65 65 65
Correlation
Coefficient
Sig. (2-tailed)
N
Correlation
Coefficient
Sig. (2-tailed)
N
Correlation
Coefficient
Sig. (2-tailed)
N
Correlation
Coefficient
Sig. (2-tailed)
N
Correlation
Coefficient
Sig. (2-tailed)
 N
Psychological
Contract
Recommend
company as
career
C o m p a n y
policy and
procedures
Respect of
i n d i v i d u a l
differences
Satisfaction
with the
recognitions
as individual
Value and
encouraged
perspective
Appendix 3 Correlations Matrix
* Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).
Working Environment
Training Goals of the
company
Flexible
program
Opportunity to
interact with
others
Supervision
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